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KENNETH LAY, JEFFREY SKILLI NG AND JCE SUTTON

MR. LAY: Thank you, Joe.

Let me first kind of go through the procedure here
for those of you in different |ocations. O course, as we
said, today we are in our new headquarters building in
London, which will be formally dedi cated tonorrow eveni ng.

It is called Enron House, if we didn't nention that, and
that is keeping wwth the tradition here in London, which
some of you may not be aware of, but the buildings are naned
bot h House and after the nanes of the conpanies. So we are
here at Enron House, which is a very, very beautiful
bui l ding, as Joe said, and one that | think we can all be
very proud of.

But those of you here in Enron House, of course,
sone of you are here in this room You can either stand up
to one of the mkes and ask a question if you'd |ike, or
think there are also cards around that you can wite out
cards and subm t those cards.

O hers in Enron House that are not in this room
that would like to ask questions, if you will just wite
your questions out. There are people in those roons which,

in fact, will bring theminto this room so we can answer



them for you directly here.

And then, finally, for those of you watching this
around the world on your conputers, you can communicate with
us via our E-Speak, which, in fact, we have a nunber of

peopl e here ready to take the questions that you will send

in on the Internet, and we have already got, | guess, a few
comng in. So we will start off with those, but if anybody
el se would like to send themin, please do, and we'll just

t ake one of these.

Now, let ne say this will all be very spontaneous
today. That's, | think, good, maybe a |ittle bad sonetines,
but all mainly good. But we will do the best job we can. |
guess if we have any di sadvantage here today, fellows, we
don't have the backup of all of our corporate staff folks
like we usually do in Houston. So we will just see how we
can handl e this.

The first question, |I'lIl take, and then we'll just
kind of rotate around, but, again, if you' ve got questions,
either wite the notes out or send themin through E-Speak,
and we will do our best wth them

Enron is continuously reinventing itself. How
wi Il you describe what you believe our conpany wi |l | ook

like to our investors in 5 years and 10 years?



An excel |l ent question and one that obviously we do
thi nk sone about, but | expect--1 nean, again, going back to
the fact that we are a totally different conpany today than
we were 10 years ago, as | said earlier, where 10 years ago,
80 percent of our net income cane from our regul ated
pi peline business. Today, it is |ess than 20 percent, and,
of course, the other 80 percent are basically businesses we
weren't in 10 years ago with, of course, over two-thirds of
our earnings before interest and taxes com ng from our
whol esal e energy busi ness, which was a brand- new busi ness 10
years ago.

Probably, today, at least 30 to 40 percent of our
mar ket capitalization is comng fromour two new busi nesses,
whi ch Jeff tal ked about, our Enron energy services and
br oadband servi ces busi ness, which are businesses we weren't
in 3 years ago. So | think clearly 10 years from now, we
will be atotally different conpany.

Now, | will just make a couple of general conments
on that. | think 2 years ago, sone of us said--1 said--I
think Jeff said--that we thought Enron energy services had
the potential of being at |least as big as all of Enron was 2
years ago. | think it clearly does have that potential and

nore. | think we'd say today maybe nore, but | think in



another 3 years or so, Enron energy services probably wl]l
be as big as all of Enron was a couple of years ago.

| would say today--and as far as | know, Joe or
Jeff wouldn't disagree with this--that I think 5 years from
now, broadband services could be as big as all of Enron
today, and, again, with the kind of potential, who knows
where it goes fromthere? So, certainly, we are going to be
a nmuch bigger conpany, hopefully a | ot bigger narket cap
conpany, as well as nore revenue and i ncone, and, of course,
enpl oyees and all the rest of that, but | expect out of
t hese businesses, we will find still additional businesses.
| amquite sure over that next 5 years and certainly 10
years, we will be creating whol e new busi nesses.

O course, we've got the Enron Online effort,
which is growi ng at an enornous pace, as Joe said. W are
now | ooki ng for other types of e-commerce busi nesses, both
directly related to our business, but maybe not so directly
related, that we may want to kick off. So we have whol e new
platfornms of just high explosive growth that we have
underway, but there is no way that | could sit down today,
just like I couldn't sit down 10 years ago and ki nd of put
the road map out that we are going to create this business

this year and anot her business 2 years fromnow. And



certainly, even 3 years ago, none of us would have expected
certainly broadband services to be anywhere near as big or
have as much potential as it does today.

But | think that, again, cones back to nmy basic
point earlier. It is our enployees. It is our work force.
We do have the best and brightest, nobst creative work force,
certainly, we think in the world, and out of that work force
or out of that intellectual capital cones a lot of really
creative promsing ideas, and we urge all of you to kind of
keep--as Joe said, keep communi cating, keep giving us your
good i deas as you go al ong.

Jeff, will you take the next one?

MR, SKILLING This is another E-Speak question
and it asks how nmany custonmers worl dwi de does Enron, al
busi ness units included, serve daily, and I don't know the
answer to that, but it is probably in South Anerica, a
couple of million. In Portland CGeneral, it's a mllion.
North Anerica, the wholesale, it's probably 4 or 5 mllion
customers, | am guessi ng.

MR. . [Unidentified speaker] It's a
whol e | ot.

MR SKILLING It's alot, but I"'msorry | don't

know t he answer to that. But we'll find out.



Do you want ne to go ahead and take one--sone of
t hese?

MR. LAY: Sure, sure.

MR. SKILLING W are getting sonme in now fromthe
organi zation here. This question, is it likely that we wl]l
make any future significant organi zati on changes as we did
| ast sumrer any tine in the near future?

| really don't know. | hope that the organization
over time gets confortable with reorganizations.

To be quite honest, | was a little bit surprised
| ast summer as the trauma that that organizational change
sent through the organi zation. W've got to get better at
that. | nean, there were no |ayoffs. W weren't trying to
get rid of people. W were just trying to redirect the
organi zation to better match what was going on in the
mar ket pl ace, and the narkets are noving fast. They are
nmoving really, really fast, and so | think we have to get
flexible.

So there is nothing that we are considering right
now, but if the market has changed, then we w ||l nmake what
changes in the organization we think are necessary to stay
on top of those narkets.

And pl ease, you know, just take them for what they



are. | nean, we're just trying to make it to where the
organi zati on matches better what's going on in the outside
mar ket pl ace.

Joe, do you want to do one?

MR. SUTTON: |'ve got an E-Speak question. WII
Enron stock remain in the utility index?

| think we've discussed this at sonme | ength, and
we don't like so nuch to be in the utility index.
Certainly, Enron is not a utility stock. There are sone
advantages to it being there as well. So we are trying to
nove to, | think, other indexes, but the chances are it
probably will for a while remain in the utility index, even
t hough we don't particularly like it there.

VR. . [Unidentified speaker] Mich to
their benefit.

MR. SUTTON:  Yeah, much to all of our benefit.
kay?

And I will take another one here, and, Ken, here's
a couple nore, if you want.

The one question | have is how do our assets, gas
and power, fit into the future strategy for the conpany.

We just had a neeting before we canme in here with

an executive forumhere, and like we said, we wll always



have i n [inaudi bl e] energy business, gas and power assets,
and they fit very--depending on the narket, they are a very
i nportant part of our strategy going forward, but | think we
al so have to realize that our idea is to increase the
velocity of capital to the point where we are able to
redepl oy our capital consistently and continually. So,
therefore, we are not going to fall in |love with any asset.

You know, if it is sonmething that serves a good
use, a good purpose in the nmarket, what we want to do, then,
we'll buildit, we'll develop it, we'll own it, but there's
a tinme when nost assets need to be noved on and we will nove
to sonmething else. So a very inportant part in our
busi ness, but we are not going to fall in love with it.

MR LAY: And | will just nention this first from
the standpoint that, clearly, these are issues that people
are thinking about, but the same question that Jeff just
answer ed about reorgani zati ons, we have a second question on
that. So I'mnot going to answer it because | fully agree
with what Jeff said.

Now, we al so have two questions that are fairly
cl ose or al nost identical, sonething along the |ines--we
have seen a | ot of people nove between busi nesses recently.

Can you give us your views on whether you see this

10



I ncreasi ng and whet her there should be controls on how our
approaches are nade?

| guess controls on people in other organizations,
approachi ng people to nove over to their organi zation. An
excel | ent question, and let nme say one that we at the
executive commttee | evel have tal ked quite a bit about.

But et me first say, as that question refers to,
we have over the |ast 3 weeks identified and noved wth
their consent about 70 or 75 people in the organi zation
|argely to either broadband services, sone to Enron energy
services, and | think just a very few even to Enron North
America. And they have been noved from areas that, again,
were inportant areas to the conpany and areas where we think
and we still think have long-termpotential, but just didn't
have the near-term potential we see in these other
busi nesses, and particul arly broadband services and Enron
ener gy services.

And with the broadband services opportunity that
we have, we want to make sure that we don't understaff it.
W want to nmake sure that if, in fact--if, in fact, we don't
achi eve the kind of potential that Jeff laid out for you,
it's not because we didn't put enough people in there or

enough capital in there, enough attention there to really
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make sure we made a good run at it.

Now, | think fromthe standpoint of Enron--1 think
this also points out one of the real strengths of Enron.
Very few organi zati ons coul d have scraped up, if | could use
t hose words, anywhere close to 50 or 75 high-quality people
to nove fromel sewhere in the conpany to relatively new
hi gh- grom h busi nesses.

We could, and we could do that w thout, we
t hi nk--w t hout harm ng our other existing businesses, and,

i ndeed, these are--these are very strong perforners in the
conmpany, but we have so many other strong performners

t hroughout the conpany in all of our businesses that, in
fact we can do this and continue the type of nmonmentum the
type of growth that we already have underway in all these
ot her businesses. So | think it is largely a strength of
t he conpany.

Now, two things out of that, first of all,
everybody shoul d understand that that is now conpl et ed.

Now, it doesn't nmean that there will not continue to be sone
novenent inside the conpany, just |ike there always is

bet ween and anong busi nesses, and, certainly, we encourage
that. So we have a good | abor market, so to speak, inside

the four corners of Enron, but, secondly, we do think it's
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appropriate that before people begin contacting enpl oyees
and ot her businesses and trying to entice them away, at
| east some senior officer in that other business knows about
it. And I say "knows about it," there's at least a
conversation that's been had where, in fact, there is a
di scussion as to what the party has in mnd and whether, in
fact, it makes good sense for Enron overall

And, of course, if there is disagreenent on that
anong the two groups, that is where Jeff and Joe and | cone
into play, but, certainly, it should not be sonething that
is done, so that the organization |osing the person doesn't
real ly know about it until the deal is struck and that
person i s about hal fway out the door.

So, | nmean, certainly, again, getting back to
Joe's point on conmuni cations, we need conplete and open
comuni cations on this, but, indeed, the ability to nove
talent freely around the conpany--and that was anot her
pur pose of the reorganization |ast sumer--is one of our
real strengths, and it allows us to respond to the
mar ket pl ace nuch nore qui ckly and achi eve nuch stronger
results than just virtually any other conpany that |
think--that I know of and | suspect that you know of.

Jeff, you got some nore there?

13



MR. SKILLING Sure. Well, there's two here.
|"ve got one. Do we consider ourselves an energy conpany
anynore?

There's no question, we're an energy conpany.

It's probably 99 percent of our net incone. |It's probably
90 percent of our asset base. W are an energy conpany, but
I think we are al so sone ot her things.

One of the areas or one of the ways that we have
been | ooking at defining this to try to bring sone clarity
toit is the network nature of what we do. What Enron
really does is Enron devel ops and operates networks, whether
it 1s an energy network or increasingly a tel ecommuni cations
networ k, and the mechanics of doing that are very simlar
across electricity, natural gas, and comuni cati ons or
bandwi dth. So I think we ought to be thinking nore in those
ternms, but we are still an energy conpany. W w |l always
be an energy conpany, but we are an energy conpany-plus, and
that "plus"™ is using the network experti se we have devel oped
in energy in sonme other applications. And broadband is one.
| think there are sone network applications in the retai
busi ness as wel | .

Let me just do a real quick--this is an E-Speak

question, and it is kind of a long one. Let ne see if | can
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go through it. W are all very pleased with the perfornmance
of the Enron stock price since the beginning of the year.
Thi s appears to have been fuel ed by the announcenent of the
l'ink-up wwth Sun on the use of Enron's w deband data
capabilities. However, the increase has affected those of
us who elected to take part of our annual discretionary
bonus of stock options, as the recent price of the options
was set |ast year before the recent price increases, the
price of the options cal cul ated using market information
i ncluding stock price. Wuld it be fairer to set the price
of the option on the sane day the options are granted? This
will elimnate any perceived inconsistency.

| amtotally with you on this. | nmean, this is
just a problem Unfortunately, this is a technical |ega
i ssue that we have to do in the formthat we're doing it.
It's required or our plans do not make nuster under certain
tax provisions of the U S. Tax Code, and we are just stock
with it. So what we have to do is people have to op early
for the options. The options don't get priced until--I
think it's the date the conp commttee neets.

MR. . [Lay] They cannot get priced until
the day the conp conmittee neets.

MR. SKILLING Yeah. And I'msorry about it. It

15



was just a legal thing. There's no way around it. W're
stuck. W've tried to do things. W just can't get around
it.

MR LAY: | will say that virtually any of you and
all of you that over the years have decided to take options
i nstead of cash have cone out incredibly well. So we
understand the concern, but | don't think any of you,
particularly those of you who have been doing it for at

|l east 2 or 3 years--and | don't think you will regret doing

it this year, and I will cone back to that here in just a
m nut e.

VR. : [Sutton] Just to add on those sane
comments, |'ve got a couple of questions [inaudible] back in

Houst on on that.

We did our absolute best this year to get the
options strike date as close as we could or as far as we
could in advance of the analysts nmeeting. W tried--if
you--we were sensitive to that when we went into it, did the
best we could to give the Enron enpl oyees the best val ue we
could, and we did--unfortunately, Jeff said legally. There
are sone paraneters that we have to follow there. So we
di d--just so you know, we were thinking about it. It wasn't

an oversight, and we did the best we coul d.
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| have an E- Speak question. What is the policy of
Enron regardi ng renewabl e non-pol |l uti ng energy such a sol ar,
wi nd, et cetera? |s Enron strongly supporting the
devel opnent of these sources of energy, and if yes, what are
the Enron actions and projects that take place in this area?

Well, first of all, Enron sold its solar energy
conmponent--1 believe it was the end of the year before
| ast--to BP-Anpco.

We do own--own 100 percent right now or soon 100
percent--the second- or third-largest wind conpany in the
worl d, Enron Wnd Corp., and we decided to fold that conpany
into Enron, enbrace it, and make it a conpany that we are
going to try and grow.

Its activities will be located in California and
in Europe where it has a very strong nmarket share right now.
We think there's a great future in the w nd conpany.

Now, the reason that wind is a little different
than solar is that wind can scale up sonewhat, and al so w nd
has been very successful in forcing down their cost of
generati on.

Ri ght now, we expect at the end of this year to
see wind costs at about 3.5 cents a kilowatt hour, which

allows it to conpete in the market. Solar, we weren't
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seeing that trend. Solar, the trend is quite expensive.
It's very small power sources. It is not sonething Enron is
really pursuing. So, in answering your question, | guess we
are very much involved in wnd. W are not any nore

i nvol ved in solar

VR. . [Lay] Another question on the
stock price, and this, again, is E-Speak. Were do you see
growh in the stock price comng fromover the next 12 to 18
nont hs? What things are going to get the anal ysts excited?

| think we've got a lot of things. Let nme first
say that, virtually, all of the analysts that follow us
closely, all of the financial analysts that follow us
closely have a target price of between $75 and $100 a share
for our stock price over the next 12 nonths or, in sone
cases, less than that, and | think the three of us would
totally agree that that is very doable, including the upper
end of that range.

That if, in fact, we execute well this year, we
coul d see a stock price considerably higher than it is
today. Now -obviously absent a real serious adjustnent in
the stock market which on any given day is anybody's guess,
but as we | ook at the conpany, | nean, first of all, | mght

say execute; that is, execute in all of our businesses,
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really hit our financial targets, really continue to perform
consi stently as we have the |ast couple of years, but,
secondly, certainly executing in our Enron energy services
busi ness and our broadband services busi ness where | woul d
expect that we wll have--continue to have sone pretty
exci ti ng announcenents com ng along as to individua
contracts or new rel ati onshi ps or new busi nesses, which wll
further strengthen the val ue of those businesses in the eyes
of the analysts and, nore inportantly, the portfolio
managers.

Now, we do have sone ot her--sone other businesses
that we are working on, not of the size of broadband or
Enron energy services, but sone other businesses that may be
rolled out during the year, but for all kinds of reasons, |
think you' d find all three of us very optimstic, and that
was, in part, ny earlier answer to the stock option
guesti on.

| suspect that those people who took, again, this
year stock options in lieu of cash--and, of course, | think
you get a little premumdoing that, too, a little nore than
100 cents on the dollar as far as the nunber of stock
options you get--you will--you will not be disappointed in

the results fromthat, probably even before this year is
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out, nonethel ess, over the next 2 or 3 years.

VR. . [Skilling] They suggested that we
ask if anyone in this roomwuld Iike to ask a question. W
do have the m ke set up if anyone would Iike to | ob one
over.

Yes. Could you go in front of the mke? It would
hel p, | guess.

QUESTION: | just wondered if with the sort of
Enron broadband whether there are any plans as w rel ess
br oadband i ncreases, to nove into that market at all in
terms of nobiles, with sort of video technol ogy or anything
i ke that.

VR. . [Skilling] The question relates to
Wi rel ess broadband as opposed to fiber, and we are focusing
strictly on the whol esal e markets for bandw dth. The whol e
last mle issue, which gets it froma pooling point out to
the actual custonmer, we are |eaving in our custoners' hands.
W don't want to conpete with our custoners in that market.

Since virtually all of the wreless applications
relate to the last mle, ny guess is we won't have very many
applications in.

Now, we are |ooking at sone satellite applications

where we purchase or have access to a transponder on a
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satellite, but interns of the last mle, actually
broadcasting across the city the last m | e connection, that
is not sonething that we think we ought to be doing right
NOW.

Now, you know, 4 years fromnow or 5 years from
now, who knows? We mght consider it, but, right now, we
have deci ded we are not going to conpete with our custoners.
Qur custoners tend to be the people providing that mass | ast
mle solution.

Any ot her questions in this group? Ckay.

VR. . [Lay] This question, again, cane
from E- Speak. There are many articles about the aging
baby- boonmers and the need to keep themin the work force
rat her than have themretire early. Authoritative sources
say that if our econony renmains strong, these people have to
be retrained and the conpany will need to be flexible in
their enploynment policies. Does the conpany recognize the
val ue of its ol der enpl oyees?

Vell, | hope so because |I'm one of them

[ Laught er. ]

VR. . [Lay] | commented at a neeting
earlier today that there are many days as | wal k around our

various operations in Houston or even here or el sewhere,
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believe | may be the ol dest enpl oyee at Enron. Now, that's
not true, but there are days when it al nost appears that
way.

How can ol der enpl oyees work with Enron to keep up
their skills and maintain value into the 21st century? It
is an excell ent question, and we do get this question
occasionally because we do have a | ot of younger people in
t he conpany, and thank goodness we do. This is the talent
we brought in for the nost part over the | ast decade, which,
again, allows us to do all of the exciting things that we
are doi ng today because we needed that new tal ent base and
new t hi nki ng and new i deas, but, clearly, we have a | ot of
our enpl oyees of all ages that have new i deas, creative
i deas, new ways of going about the business.

And, of course, in every one of our businesses
today, not just the broadband--and we nade this comment
earlier, not just broadband or Enron energy services, but
virtually every one of our businesses, the mgjor constraint
to even faster growmh is having enough people. W are
scranbling in virtually all of our businesses virtually
around the world, trying to continue to add the skilled work
force and the skilled people that we need to keep up with

t he grow h.
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So, as a conpany, we have got to not only continue
bringing in a lot of newer talent, younger talent, and nove
themon up the | adders, but we've got to nake sure we do
everything we can to retain all of our good talent, no
matter what ages or what other characteristics are involved
here. So we are sensitive to that.

And | think as far as the skills and naintaining
their value, | think a ot of that responsibility has to
conme back to the enployee, and we said this many tines
before, also. The world is noving so fast that we can't
predi ct the exact kind of skills we are going to need 5
years fromnow or 10 years fromnow, and, certainly, we
don't know the individual interests and capabilities of al
of our--all of our enployees. So | think all of our
enpl oyees have to continue to self-assess their own desires,
their own wi shes as to what they want to do, what they think
they're good at, and then certainly assert thenselves in the
organi zation with their | eadership through the HR depart nent
as to the kinds of things, the kinds of skills they'd |ike
to develop if that's what they think they need because |
think we've got to each take responsibility for our own
lives at the work--at the workplace as well as at honme and

everywhere el se. But, certainly, we want to do everything
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we can to accommodate that.

As |'ve said, | think nore than anything el se,
Enron is about providing an environnent where everybody can
realize their dreans, and that is exactly what we want to
be. So | think at any age, if you' ve got sonething that you
want to do differently or skills you want to pick up or
education you want to conpl ete, make your w shes known and
we W ll do our best to try to help you--help you neet those
per sonal goal s.

VR. . [Sutton] | have a coupl e of E-Speak
guestions here | amgoing to go through. One is: How do we
as a conpany act on the noral obligations that we have
towards the nations that we enter? The E-Speak person says
" mthinking, for exanple, of the negative press given
I ndi a--given Enron in India and South Anerica by human
rights groups and environnental ists, respectively.

Well, first of all, I will tell you that Enron
takes their obligations very seriously--very seriously, and
Il will tell you, in these two particular reports--one is the
human rights report on India. The report was
porta-researched [ph] [poorly researched] and unfounded, and
we took issue with the group who wote it and told them

t hat .

24



And this was a case where we were being--they were
pi nning [painting] us to the brush of not endorsing human
ri ghts because | ocal police arrested sone protestors that
becanme unruly. Well, that's not sonething we can govern nor
do and have anything to do with. So | think it's inportant
to understand we try to be good corporate citizens wherever
we go. We do things for the social benefit of people. W
are very careful with how we approach the environnent, and
we will continue to do that.

And the same thing goes in South America where
there's a pipeline we're trying to build down there. It was
going through a dry rainforest. It sounds |like an oxynoron,
but they related it to dry rainforest.

VR. . [unidentified speaker] Hey, we
found it.

MR. SUTTON: Dry rainforest. And in doing that,
we worked very closely with environnental groups to nake
sure that we were passing through there properly and
returning the environnment the way it needed to be returned,
and we even made a large contribution froma nonetary
perspective to nmaking sure the environnent was returned. So
we take it very seriously, and there's different spins on

t hi ngs sonetines that cause us problens, but it's very
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i nmportant in our efforts.

The second question | have is: Dear Jeff, Joe,
and Ken, Equity analysts are starting to talk about the
stock market Internet bubble drawing to a cl ose over the
next few nonths. Mney Central has downgraded us, Decenber
2001 estimate, fromover $200 to $96. In your opinion, what
woul d be the likely inpact here on Enron?

Vell, as Jeff pointed out earlier, Enron is--Enron
is a different type of conpany. Enron is not an Internet
conmpany. Enron is a conpany that has--that deals in
infrastructure and intelligent networks and as a result of
that has put together a business we think makes sense.

Unli ke nost of those conpani es, our conpany
actual |y nmakes noney, too. So, therefore, we have an
advantage there as well. So I think our approach to the
busi ness nmakes sense. | would think we would do very well,
regardl ess of what happens to the Internet stocks.

VR. . [Lay] Any other questions in the
roon? We want to nake sure to give everybody here in this
room an opportunity to ask questions, too.

Al right.

VR. : [Skilling] This is another E-thing.

|"msorry. E-Speak. E-Speak. Ckay.
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MR . [unidentified speaker] E-Speak is
okay, too.

MR . [Skilling] E-Speak. Yeah.

Endl ess possibilities in energy and in
comuni cations, but is anyone trying to di scover now what
will be the endl ess possibility of the future? And that
also relates to a couple of other questions, one relating to
e-comerce strategy and that sort of thing.

| guarantee you, if there is one thing that Enron
has a | ot of thinking going against, it is what we do in the
future. You wouldn't believe sone of the great and
not - so-great ideas that come across ny desk every day.

[ Laught er. ]

VR.  [Skilling] Now, in terns of areas
right nowthat I would just like to |let you know we are
wor ki ng on and areas that | think are inportant, if | were
to say which are the really biggies for the future, | think
i n the whol esal e busi ness, the Japanese nmarket has enor nous
potential for us. That narket is opening up.

We've got a teamon the ground in Japan. If it
opens up the way we think it will, it could be enornous, the
second- | argest energy market in the world, and I think our

approach will be very powerful in Japan.
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Second thing i n the whol esale nmarket is the
Eur opean continent. W are all very, very interested in the
evolution of this market. This is key, and this is an area
that Enron ought to do extrenely well in as the continental
mar ket s open up.

At the retail side, international expansion of
Enron energy services is an area that we are spending a | ot
of time and effort on. | would |ike to see us carve out a
strong position in Europe this year in EES that we can begin
buil ding on significantly in the future.

Communi cat i ons busi ness, we have al ready tal ked
about that, but a couple of other ones that you m ght be
interested in, we have a nunber of people that are very
interested in taking sonme of the activities that go on
i nside of Enron and turn theminto e-comerce businesses.

We actually develop a lot of software. W have a
| ot of nechanical prograns and things internally that we
bel i eve can be commercialized, and we've got a group of
peopl e | ooking at that right now.

M ke McConnell is heading up the technol ogy
effort. He is working with each of the individual business
centers, but we've got a couple of really great ideas, very

interesting ideas that we will be |looking at and seeing if
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there is a way that we can commerci alize these, take these
things public, as simlar to typical IPCs, and see if there
is an opportunity for Enron there. So that's another area
that | think has got sonme good potential in the future.

O her than that, | amtrying to think if there are
any ot her biggies that are going on.

VR. . [Lay] That's a lot of stuff.

MR.  [Skilling] That's a ot of stuff.

| ndustrial--oh, that's right. Another one. This
Is in the whol esal e markets as well.

Wen we set up EES, we kind of arbitrarily cut the
mar ket pl ace by sonmething called SIC codes, which are
Standard Industrial C assification codes, and EES got
basically the snmaller--large comercial, snmaller or |ight
i ndustrial SIC codes, and the heavy industrial SIC codes
stayed with the whol esal e busi ness. So that would be |ike
refining chem cals, steel, pulp and paper, that sort of
t hi ng.

What we are trying to do is we are trying to put
together a team a joint teamfromEES and from North
Anerica, and then ultimtely fromEurope to start attacking
sone of these large industrials with sonme of the tools that

we have from EES along with our traditional whol esale tools.
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So we are putting together a teamstarting under Geg Piper
[ph] in North America right now to get that up and runni ng,
but I think there is a |lot of opportunity there to take sone
of the EES ideas on outsourcing and apply themto sone of
the | arger conpani es.

Qobvi ously, you have to bring our whol esal e
capabilities because that is what they are looking for in
addition to that, but putting those two together, we are
probably going to have a pretty powerful product offering to
put in the marketpl ace.

VR. . [ Lay] Bandw dt h managenent
out sour ci ng.

VR. . [Skilling] Bandw dt h nmanagenent
outsourcing. GCkay. There's another one.

And | didn't tell you the |atest one | heard.

VR. : [Lay] 1'mnot surprised.

MR. - [Skilling] Satellites, energy from
satel lites.

VR. : [unidentified speaker] Credit
Online here in the UK

VR.  [Skilling] Credit Online in the
U K Yeah. There are just all sorts of things. So I don't

t hi nk anyone has to worry that the innovation machine is
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slowing down in Enron. |If anything, it's gearing up, and
there are lots of things com ng down the pike.

VR. : [Skilling] Joe, did you want to
t ake- -

MR. SUTTON: [Lay] You notice how he's kind of
taki ng the easy ones and giving the rest of them out.

[ Laught er. ]

VR. . [unidentified speaker] You can take
It here.

VR. : [Sutton] This is an easy one. This
is an E- Speak question. A great show on television. Could
we pl ease have a copy of the slides?

Yes. (Ckay? Yes, you can. The slides will be on
the Intranet, and you can pull themoff the Intranet. W
will run themafter this presentation is over.

The second question | have here is also an E- Speak
guestion. \What exactly is the rational e behind the changes
taking place with the associ ate anal yst progran? That is
the first part of the question.

The second part, why is the sumer program so much
smaller this year?

Third part, why are we recruiting fromfewer

busi ness schools and nore |liberal arts prograns for
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anal ysts?

Third, it seens to conpete with banks for
top-quality people. The program should be getting |ess
bureaucratic. Wiy does it seemto be noving quickly in the
ot her direction?

Let me see if | can answer these. First of all,
what we found | ast year--last sunmer, we recruited about 209
associ ates. Associates are graduate-|evel students who cone
and work for Enron and about the sane nunber of anal ysts.

The associ ates that canme, the feedback they got
was they didn't feel it was a personalized enough program
W were bringing in top-quality people into the program and
sort of putting throughout the system and it wasn't getting
the entrants what they wanted in terns of growh in the
conpany.

So, this year, we nmade a conscious effort to
decrease the scope of the program sonewhat and bring people
in, once again, very high-quality people fromthe best
busi ness school s and ot her schools where we need people, and
put them on a nore specialized programwhich we hope wl|
allow us to retain themnore and challenge themto grow in
the conpany. That is the first question.

Second is: Wy are we recruiting fromfewer
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busi ness school s? That is not the case, | don't think.
think that is a m sunderstandi ng.

The schools we are recruiting fromare still the
top schools in the country for both anal ysts and associ at es,
and we are putting nore analysts this year than | ast year.
That is the bachel or degree-|evel people because they can
come in and we can put themto work doing skills in the
conpany that nore fit their qualifications, crunching
nunbers, doing things like that, to |learn the business a
little longer, which sone of the associates were resenting
doing. So that is why we have nore anal ysts com ng in, but
still fromthe top-notch schools. It is a very conpetitive
program and | think that none of that has changed.

Wth regard to the third part of the question
which is getting nore bureaucratic, | think that's just
the--it's just the opposite. Wiat we are trying to do is
personalize it nore, nmake it |ess bureaucratic, and nore
flexible in terns of the needs of the person that cones in.

Per haps, |ike, for exanple, there may be sone
fol ks who conme in for a 1-year rotational period instead of
2 years. There are people that cone in and we put themin a
busi ness unit and they rotate within the business unit to

different |locations instead of just to different business
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units. So we are looking at flexibility in the program as
wel | .

VR. . [Lay] A couple of questions here.
One, why is Enron--and again, E-Speak. Wy is Enron stock
so volatile now? Since today's session started, ENE has
| ost anot her $2.50.

|'ve not checked the market--had a chance to check
the market. | don't know what the overall market is doing
today, but | think for several reasons, it's nore volatile.
But before |I conment on that, let's keep in m nd that our
stock price is still up, even with this 2.50 or so, if it
did drop that nuch this norning, and | presunme it did. But
our stock price is still up about 40 percent thus far this
year, the first 2 nonths of the year. That is a pretty good
conpound annual rate, to start off with, but when the Dowis
down about 14 or 15 percent, certainly that is still good
per f or mance.

O course, if we |look back to as recently as
m d- Decenber, the stock price is up about 75 percent, and
that's one reason it's so volatile because sone people, of
course, bought in somewhere along the way. They have had a
good strong increase, and particularly with the uncertainty

about the overall marketplace right now and nervousness
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about the overall marketplace. Many people just want to
take sonme noney off the table, and that's what they're
doi ng.

But, secondly, clearly as we becone nore of a
technol ogy stock, a high PE stock, a growmh stock held by
growt h portfolios, you are going to have nore volatility,
just like all of the other conpanies that fit into that
cat egory.

Qbvi ously, as you see throughout the nmarket,
technol ogy stocks quite often go up or down, not just even
$3 or $4 a whack, but quite often $10 or $12 or $15 a whack.

Now, what | tell [inaudible] [Mark Koenig] is,
| ove that volatility on the upside. | hate it on the
downsi de. But that's exactly what we' ve got, and, of
course, we've also got a |lot of change in the ownership of
our stock.

Increasingly, it is being bought by the growth
portfolio managers, and, of course--and even so, the
nmonmentum portfolio managers. And, of course, increasingly,
it's being sold by--by the value in other portfolio managers
that picked it up at nmuch | ower valuations, and now at these
val ues, they want to take their noney and put it back into

| ower PE stock. So a lot of reasons for it, and | know it
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makes everybody a little nervous, but this is probably the
world we are in now. And | would rather be in this world
with a 50 PE than in that nore stable world with about a 20
PE.

Let me go to one ot her question here real quick
because | know we are going to run out of tine a little bit.
What will be Enron's entry strategy to new internationa
markets in the future? Up until now, it has been
asset-based. WII this continue?

| think that will depend on the individual
mar kets. Jeff nentioned earlier, we are noving into Japan,
for exanple, a new market for us, and, initially, there wll
probably not be a | ot of assets there.

Now, we will probably be trying to add sonme assets
over tinme, just |like we are currently in Europe and have
over the last 3 or 4 years in Europe, but, basically, we are
going in there wwth nore of a marketing strategy.

From the standpoint of Australia where we are al so
the | argest supplier of electricity and natural gas
currently, again, very few assets, and that is a fairly
significant market. And we went in there a couple of years
ago or so, and, again, basically, it's a market-driven--a

mar ket i ng-driven strategy.
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Sout h Korea, we bought sone assets along with
the--fromthe SK Goup and forned a joint venture to get
into that market. So I think you will see us in each market
alittle different, but, clearly, we increasingly want to
enphasi ze return on invested capital, and | hope that is
getting throughout the conpany that we want to increase the
returns on our invested capital, and that is the reason in
sonme cases we are nonetizing assets and reduci ng the asset
exposure or the heavy asset exposure we have in sone
mar ket s.

VR. . [Skilling] How many nore do you

t hi nk we shoul d t ake?

VR. . [Lay] 1'd say anot her--
MR : [Skilling] Another 5 m nutes?
VR. . [Lay] Yeah. |1'd say another 5
m nutes or so, probably. Is that all right? Is that okay?
VR. : [Skilling] We apol ogize. W are

not going to get through all of the questions.

VR. : [Sutton] These are excell ent
questi ons.

VR. : [Skilling] We are just--we are just
flat out running out of tine.

|s EBS ever likely to be sold, or is it considered
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a core business to Enron?

EBS is a core business to Enron. This is center
of the fairway for Enron in terns of skills and
capabilities. | think it gives us a great channel for our
peopl e to have additional devel opnent opportunities in the
future. | think it ties themvery closely to with what we
are doing in the wholesale narket. So it is absolutely a
core business to Enron.

Now, one of the things you will hear us saying at
times is if we don't get value for EBS, in other words, if
our stock price doesn't reflect the value of EBS, that we
will do what is necessary to get that value, which is sel
it. And we wll say that, but I will tell you what, | don't
want to sell it. This is sonething that is center of the
fairway. So we are in alittle bit of a Catch 22.

As long as they believe that we will do it, then
we don't have to do it, and so we are going to tell them
that we are willing to do it so that we don't have to do it.

So it's a core business, and it's sonething that
gives all of us additional career devel opnent opportunities,
and | think it's a great add-on to the skill base that we
have internally.

VR. . [Sutton] One here. What plans do
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you have for Zurich [?]? [AzuriXx]

We have been working quite extensively with the
Zurichs [Azurix]. W have redefined the strategy there and
the focus with the Zurichs [Azurix], and we hope that this
year w Il be a good year of Zurichs [Azurix] and they w |
be able to inprove on their performance.

But it is inportant to point out that, you know,
we are--that's a publicly traded conpany, and as a publicly
traded conpany, they work for their shareholders. W are a
| ar ge sharehol der, but at the sanme tinme, we are not actively
managi ng that conpany every day, but we are involved and are
focusing the strategy sonewhat. W are concerned about the
price and direction, and | think Rebecca and her team has
done a good job now in putting that back together, focusing
on a different strategy, and see if they can't grow the
conpany in a different way.

The one conpany--1 amgoing to pass this one to
Ken.

The question is: Wat further |evel of
i nvol venent is Enron going to take regardi ng keeping the
Rockets in Houston?

MR. LAY: That was probably from sonebody in

Houst on.
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MR. : [unidentifed speaker] | think so.

[ Laught er. ]

MR. LAY: But, indeed, we believe that it is
I nportant that we keep the Rockets in Houston, just |ike we
thought it was very inportant that we keep the Astros in
Houst on.

And just so you know, particularly those of you
not in Houston, we think--we think, in fact, today, having
prof essional sports in a big international city Iike
Houston, particularly in Anerica, it is just--it is just as
i nportant as making sure you' ve got a great opera and a
great synphony and great nuseuns and great parks and all the
other things that kind of add up to a great quality of life
because, as we have repeated over and over again, the only
thing that differentiates Enron from everybody el se is our
tal ent base. And we've got to continue to be able to
attract the very best, brightest, nost creative talent in
the world. And we don't want to have any strokes agai nst
us.

W want to nmake sure when people cone to Houston
to think about working for Enron. |[If they are a real avid
basketball fan or a real avid football fan or a real avid

baseball fan, that's not a negative. At least it's a
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neutral, and, hopefully, it's a positive. So we think it's
very inportant that we do that, and, certainly, we are
commtted to do whatever is reasonably possible to see if we
can't keep the Rockets in Houston, much the same way that we
have provided the | eadership role about 3 years ago to keep
our Astros in Houston, and, of course, have been very
instrumental also in trying to help get a new f oot bal
franchi se back in Houston, hopefully with everybody else's
noney for the nost part.

Let nme hit a couple nore real quick here which
t hi nk everybody would be interested in. One, is there going
to be a replacenent for the all enployee stock option plan
t hat has expired?

It expires this year, Dan; is that right?

What might that |look Iike? Wen will it be
announced in full?

We strongly believe in enpl oyee stock ownership.
I think one of our strengths as a conpany is that every
enpl oyee has Enron stock or Enron options, so has a strong
interest in the sharehol der because they are one. So we
wi Il continue sonme kind of a programthat assures that.

As many of you know, | think we introduced our

first enployee stock ownership plan back in about 1987 or
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"88. So this has been a very long policy at Enron, and
certainly every indication that we see is it's been a very
successful policy. So we will be--we will be replacing our
all enpl oyee stock ownership plan with sonething that,
agai n, hel ps or ensures that every enployee still continues
to feel and operate |ike a sharehol der.

|'ve seen several recent announcenents on
el ectricity storage products in the U S. Is Enron going to
get involved in electricity storage simlar to our gas
storage projects?

Probably, the main thing we are doing there is
bui | di ng t hese peaki ng--natural gas peaki ng powerpl ants.
Bet ween--starting really back in '98 and com ng on streamin
June of |ast year, we brought on over a thousand negawatts
of natural gas peaking capacity, which we could turn on as
storage was needed or as peak denmands were achi eved.

We are buil ding anot her thousand-plus negawatts
this year. Wat is the nunber, Jeff? Is it 12--

MR SKILLING 1,800

MR. LAY: 1,800 this year. So we are continui ng
to do that, and we will continue to do that because it makes
good econom c sense.

Finally, on this question, anyway, on this series,
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it sounds as if we are one of the early entrants into the
| arge bandwi dth carrier business. Wo do you view as our
primary conpetitors? 1Is it the traditional phone conpani es?

Well, | think as Jeff laid out for you, we think
we truly do have a unique strategy in the broadband busi ness
and the bandw dt h busi ness, and, of course, now that we have
| ai d that out, other people are beginning to kind of say,
"Yeah. W are going to get involved in bandw dth
i ntermedi ati on," and, obviously, there are sone other people
that have certain broadband capacity--or capabilities, but
nost of the tel ephone conpani es, naybe all of the tel ephone
conpani es eventually, but many of the tel ephone conpani es,
particularly the regional bells, we think will be mgjor
customers of ours.

O course, we just signed--or just announced a
contract we have with U S. West just a few days ago, and we
have ot her contracts of that nature that are very far
advanced now.

| think the standpoint of those that have
simlar--or have sone of the capabilities we have |ike | kam
[ ph] [ Akamai] woul d be one, Desert Island. So there are
sone ot her snaller conpanies that have sone of the

capabilities we have on broadband services, but nobody has

43



all of the capabilities we have. | nean, we have a superior
product, and the market is beginning to confirmthat.

And, of course, as Joe said, we are not just a
smal | start-up conpany. W do have strong cash flows. W
do have net incone, about a billion dollars of that protect
that incone |ast year. W do have also a very substantia
mar ket capitalization.

So | think we will be conpeting with a |ot of
di fferent conpanies. Probably, nore inportantly, there wl|l
be--just like in the other businesses that we have been
instrumental in restructuring, there will be sone--sone of
t hose i ncunbent conpanies for us and sone agai nst us, but we
are kind of used to that. And nowit's just a matter of
havi ng the best strategy and the beset people to nmake sure
that our strategy does well.

VR.  [Skilling] | see the eyes are

gl azing over in the room and so, if that's any indication,
| am sure we are seeing people drop off the network now. So
| think it's probably not a bad idea to go ahead and call it
a day.

| will take any ot her questions out of this group
before we close, if anyone has got any.

[ Side 2 of Tape No. 834 begins.]
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MR. : [Skilling] OCkay. Wth that, |
think we will probably close off the session.

W w il go through the remai ning questions that we
have gotten, and this is really the first tine we haven't
answered every question that we have gotten. But we will go
t hrough the remai ning questions and we will see if there are
any thenes, and if there is sonething that people are asking
that we need to get back to you on, we will get back to you
on the questions.

VR. . [Sutton] We can put it on over

E- speak and | aunch them over E- Speak.

VR. . [Skilling] Sure.
VR. : [Sutton] Turn to E-Speak, and you
will get the answers there.

MR. LAY: Let nme add one final thing. Let ne say,
obviously, we'd |ove to have feedback fromthose of you that
are watching this on your conputer around the world, as well
as through conference--conferencing techniques | think in
certain parts of the world as to whether you found it useful
or not.

But, finally, I would |ike to thank all of our
techni cal and comuni cati ons peopl e that have nade this

possible. This is--this was no nodest effort to get it all
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up and running here in London, and, certainly, our broadband
servi ces people, our global technol ogy people as well as our
E- Speak people, and certainly all of our people over here
that have been trying to keep up with all of your questions
on the Internet.

But, again, we very nuch appreciate you either
bei ng here in person or being dialed in or whatever because
it is inportant, as Joe said earlier, that we really do
everything we can as a conpany to conmuni cate with one
anot her .

These have been excel |l ent questions today. W' ve
certainly tried to respond to them and this is always fun,
but, again, the conpany is doing great and it's doi ng great
because of all of you.

So thank you very much

[ Appl ause. ]
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